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The Mumcipat Manager 

Mohokare Local Municipality 

P O Box 20 

Zaslfon 

9950 

6 December 2015 


Dear Municipal Manager 

Report of the Auditor-General on the financial statements and performance Information 

of the Mohokare Local Municipality for the year ended 30 June 2015 

1 The above-mentioned report of the Auditor-General submitted herewith in terms of section 
21(1) of the Public Audit AcL 2004 (Ad No. 25 of 2004) read in conjunction with section 1M 
of the Constitution of the Republic ^ South Africa, 1996 snd section 121(3) of the Municipal 
Rnance Management Act. 2003 (Act No. 56 of 2003) (MFMA). 

2 In terms of section 121(3} you are required to include the audit report in the municipality s 
annual report to be tabled 

3. Until the annua! report is tabled as required by section 1 27(2} of the MFMA the audit report 
Is not s public document and should therefore be tToaled as corifidentiaL 

4. Prior to printing or copying the annual report which Will Include the audU report you are 
required to do the fdllowirtg: 

■ Sutmit the final printer's proof of the annual report to the relevant senior manager of the 
Auditor-General of South Africa for verification of the audli-reiaied references in the audit 
report and for confirmation that the fioancia} statements and other information are those 
documonts that have been read and audited. Special care should be taken with the page 
references in your report, since an incorred reference could have audit implications. 

• The signature Audifor- Genera/ in the handwriting of the auditor authorised to sign the 
audK report at the end of the hard copy of the audit report should be scanned in when 
p repan ng to print the report. This signature, as well as the place and date of signing ana 
the Auditor-General of South Africa’s logo, should appear at the end of the report, as in 
the hard copy that is provided to you. The offidai logo will be made avallabjo to you in 
electronic format 

5. Ten (10) copies of the municipality's annual report should be submitted to my office once 
available. 

6. Please notify the undersigned Senior Manager well in advance of the date on which the 
annua! report containing this audit report will be tabled. 

7. Your cooperation to ensure that all these requirem^ts are met would be much appreciated. 
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Kindly acknowledge receipt of this letter. 


Yours sincerely 


Signed 
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Nansha Pooeiamy 
Senior Manager: Free Stale 
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Report of ihe audiior-general fo fhe Free State 
Legislature and the council on the Mohokare Local 

Municipality 

RepoH on ^he financial siatements 
Introduclion 

1 I have audited the financial slalements of the Wtohokare Local Municipality 
■ to which comprise the statement of finartcial position as at 30 June 201 5, 

fhe statement of financiat performance, statameni of chants tn het asse^ 
fj^t^menl arrd Ihe budget statement lor the year then ended ■ - 
comprising a summary of significant accounting policies and other explanatory 

informstton. 

Accounting officer’s responsibility for the financial statements 

preparation of financial statements ftat are free from mafenel misstatement, whe 
due tc fraud or srrar. 


Auditor-generai’s responsibility 

n Mv resDonsibilitv ts to express an opinion on thei financial statements, based on my 
audit, t conducted my audit in accordance with International “[j ^ ™rforrr, 

^oL standards require that I comply with ethical s Imente aro 

the audit to obtain reasonable asBurance about whether the ina 

frse from malenaf misstatement. 

4 An audit involves performing procedures to obtain audH 

and disclosures in the financial statements. The f r^iStetement of 

the finanial statements, whether due tc fraud or enor. "? 

the overall presentation uf the finsnciat statements. 

5. rtelieve that the audit evidence \ have ohlelned is sufficient end eppropnate to p 
3 be sis for my eudtt opt n ton. 


Opinion 


6, In my opinion, Ihe financial statements present teifly, in ail materiai respects, the 

financial position of the Mohokare Local Muniapality as at 30 June 2015 and its financta 
performance end cash flows for the year then end^. tn accordance with SA Standards 
of GRAP end the requirements of the MFMA and DoRA^ 


Emphasis of matters 

7 I draw attention to the matters betow My opinion ts not modified in respect of these 
matters- 

Resiatemenl of conesponding figures 

8. As disclosed in note 34 to the ftnanciat statements, the corresponding flgures for 

30 June 2014 have been restated as a resuttof errors discovered during 201 4- 15 In the 
fmanciai siatemenls of the munidpalEty at. and lor the year ended, 30 June 2014. 

Materia! losses 

9. As disclosed in note 32.1 to the financtai statemenis, materiel Josses to tee amounrt cff 
R16 692 402 (2014: R15 691 377) were incurred as a result of a wnl&-DffOt 
irrecoverable trade debtors. 

10 As disclosed in note 32 1 to iheflnanctal siatements, electricity distnbution ^ses o1 
R5 364 000 (2014: R4 284 685) and water distribution losses of R6 476 027 
(2014: R3 003 1S4) were Incurred as a resul! of leakages, tampering of meters fautty 
meters and ill^al connections 


Material impairments 


11 disdcfsed m note 3 Id the ffnancial statements! receivabtes from exchange 

■ Iransaclions were impaired by R76 199 136 (2014: R72 297 085) and. aa dtsclpaed in 
note 4 to the finandal statemsnls, receivabtes from non-eKchange transactions were 
impaired by R16 360 169 (2014. R13 751 538). 


Irregular expenditure 

12 As disclosed in note 39.3 lo the flnancial stateme-nts. the municipality incurred nr^uler 
expenditure of R15 965 572 (2014: R937 654) during Ehe year under review m^nly due 
to non-compiiance with supply chain marvegement requirements The municipality 
investigated the completeness of irregular expenditure for the pre^^ous five y^rs and 
made adjustments accordingly. In addition, the full extent of irregular expend 
incurred dunng the current year is shll in the process of betng investigated and verified. 


Going concern 

1 3 The financial slstements indicates that the municipality's current liabiUties exuded its 
' current assets by R55 727 301 (2014 R47 243 01 1 ) In addition, as disctosed In note 51 

to the financial statements, notices of motion were issued against 

result of long outstanding members' as v/ell as t^uncil contrih^lions to the penSiOn and 


provident funds. These txjndilbns, stong with other matters as set forth in note 51 
indicate the existenoe of a malena! uncertainty that may cast significant dt^bt on the 
municipality s abtlily lo meet its fir^ancial ohfigations as they fall due and achieveme 
service delivery as outlined in the annual performance plan 


Additional matter 

14, ( draw attention lo ttre mailer below. My opinion is. not modified in respect of this mslter. 


Unaudiled disclosure notes 


15 In lernis of section 125(2)(e) of the MFMA. the municipality is required 

partiaOars of non-compiianco with Ihe MFMA This di^sure requirement i^l ^rm 
part of the audil of the finanr^l statements and, Kicordingly, I do not express an opinion 

Ihertron. 


Reporl on other leoal and regulaior^^ requiremeritE 

16. In accordance with the Public Audit Act of South Africa. 2004 

and the general notice issued in terms thereof, I have a responsibitrty to ^ 

on the reported performance information gainst pred^erminad objeotli^ ^^mo^ance 
key pertomance areas (KPA) presented ih the annual performance 
^th^gistation and irtemal oontroi. The objeolive of my tests .vas to idenhfy re^^ble 
findings as described under each subheading, but not to gather evidence ^ 
assurance on these matters. Accordingly. I do not express an opinion or conclusion on 

thi^se mattera 


Predetermined objectives 


17 t performed procedures to obtain eviderice about the usefuln^s and reliability of me 
ieS^d performance information for the fallowing selected 
annual performance report of the municipal^ for the year ended 30 June 

* KPA 1 ; Basic seri^lce delivery and infrastructure development on pages x to x 

• KPA 6: Environmental management on pages x lo x 

1S. I evaluated the reported pertormsnce information against the overall crttensa of 
usefulness and reliability. 

19 t evaluated ^6 usefulness of die reported performance .. 

wheiheVil wa« presented in accordance with the National Treasury s annual teporting 
orinciptesrrfd Aether the reported performance was consistent with the planned KP As. 
ffurther performed tests to determine whether irxlfcalors and 
verifiable specrtic, measurable, lime bound and relevant, as required 
Treasury's Fraraeww* * for manages prosramme perfomancs mforwation (F ). 

20. 1 assessed the reliability of the reported performance information to determine whether rt 
was^ valid, accurate and cumplete. 

21 The material findings in respeci of the selected KPAs are as follows; 


KPA 1: Basic service delivery ond infrastructure development 

Reliability of reported performance information 

22 The FMPPI requires auditees to have ^ actual 

store pertorTTrarrce tnlormalror. U> ensure ^portant 

achievements agairrst plarmed ^evrdence 

srr« rr» ”• «»“ 

documentation in support ot actual achievements. 

KPA 6: Environmental management 

23. I did not raise any material findings on usefulness and reliability of Ihe reported 
performaryce inforrnaliofi for this programme 

Additional matters 

2A. I draw attention to the foltDwing matters. 

Achievement of planned largels 

w V and X to X for infotmatjoe on 

Reter to the annual performance report on t . 

me achfevement o( the planned targets for the year This 
in the context of the malerta! findings on the r 


25. 


”Sfr.5isr,ssss'iJpAf-««.» » w«->« 

report. 


Adjustment of material misstatements 


26. t identtfied material misstatements in Basic service delivery and 

auditing on the reported As mar^gement 

-STnV'ol of the misstatements. I iden^=i -teriei Findings on 
th^^Xbllity of the reported perTomiance information. 


Unaudited supplementary schedules 
^h'edutes and. accortiingly. 1 do not report thereon 


rnmalioiTce with leaislatioii 


28 I pertormed procedures to obtain 

■ a^licable legislation ™mp|,arce with specific maters in key 

related mailers My material m terms o! the PAA, are ss follows 

legislation, as set out in trie general notice issued 


Stialegic planning and pedormance management 

. . , . si.jj'-^iro nr 


29 


^ j 1 

-i t tciH wfcre Hol rnsinlQi^^o it 

The performance "’anagement system measurement and how it 

d,d not describe and repfesenl fy sections 38 ot the MuntopsI 

|X““i S’oTao S: 3™Tlooi) IMSA) .nd »— P=’ P""™ 

management regulation 7 

30 The KPAs set by the municipality did sectton 

Annual financial statements, pertoimance and annual report 

31, The ttnanclal statamsnts aubniUiecl foi ^^oHhe MFMA, Material 

respecte in accordance ^ assets, liabilities, revenue, ex^diture 

misstatements of ' a^Htiors in the submitted financial statements 

unqualified audit opinion. 

32 The annual performance report for the comparison with 

■ Jc,ion^(tK.).nd (b) Of .e MSA 

Audit committee 

33 The audit committee did not co|mdl ^cc^g 

r;.s.- — " 

fequire<^ by section 165(2)ta) of the M 

3 ,. TA. auai. — na. 1 

Muncll wrth an s'f f^-enf^gness and Ss overall level of compliance with 

municipality, its effic^n^ of the UTMA, 

legislation, as required by section ,66 (a!Ko;o 

i::r 

performance m a negement regulation f4{4KaX )■ 

- =11 (he ouarteriv internal audit reports on 

36 The audit committee did not planning and perform.ance 

performance measuremenl as r^uiteo oy 

regul&tton i4,4KaK‘)^ 

37 The audit committee did not to as required 

Lport on the review of the rn^^men, r^uialion 14(4)taKiii)- 

bv Municipal planning and performance manay 

^ ..Alton matters relating to compliance with 

"" 3stttbn“re^tirefby"e"^^ 


Internal audit 

41 The inlernal audil un,t did 

TpSt^' legiSoa Is re,"u.red by section 165(2Xb){^i) cf the MPNIA. 

Human resource monagement and compensation 
42. The annual repoh ot the 

Piocurement ond contract management 

by BCy\ regulatior^ ^2(1 ) and 22(2). 

officials from the departments repu.nrrg the goods 

feguladon 26(2). _ 

1 . 4 he obtained that bid adjudication was 

29(2). 


Expenditure manogemenl 


■ section 6a2)(e) of the MFMA 

48, Reasonable steps 

and w-asleful expendrtnre. ^s reduirea uy 


Revenue managemeni 


« . an- -« -“SlSSSr-^^ “ “” 

96(b) of the MSA and section 62(1)(fXiit) 

s„, M ™"«"rnSC“r 

revenue end debtors was not in place, as rsuo 


. .,«» .,..."01 .0..™. oool'”' 
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consequance .nanagsmant , 

Internal control .,h .^tatemefUs. the annual 

5^ I considered internal control relevant ^ matters reported below ere 

performance report and dendLoes that resulted in the f'^din^ or. the 

“/^rtorS^e^rf^d ^dlng^^ on oomplianoe with leg«l.lton included 

this reporl 

L ^ orship 

r-Thl idershlp did not adepuat^y "rem^nfc^nsir^^ , 

£,« -b b—... ^ 

S5. Within the mon-rtoring and rev^w. 

suftoent skills and experience, fesurona 

Financial and performance management 

i;! s:^"pXf . 

57 Management did not adequately 
managed 

58 Tpe sovemanoe structures of the enuj 

mondor the -plementat.on of the racomme^^^^ the 


other reports 


Investigations 

, . consultinq finrr on request of 

59. Three insist igations were The investigatlonE were irrlliated 

ttre munidpalily and the Department of . psyrnents- The mvesligal^ons 

based on allegations ot Irregularities in procurement ana p^yr 

are eurrer^y in the reporting phase 




Bloemfonletn 
e December 2015 
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